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GAS and Circular A-133 Developments—2008

Notice to Readers
This Audit Risk Alert is intended to provide auditors who perform audits under
Government Auditing Standards or Office of Management and Budget Circular
A-133, Audits of States, Local Governments, and Nonprofit Organizations, with
an overview of recent technical, regulatory, and professional developments that
may affect the audits they perform.
This publication is an other auditing publication as defined in AU section
150, Generally Accepted Auditing Standards (AICPA, Professional Standards,
vol. 1). Other auditing publications have no authoritative status; however, they
may help the auditor understand and apply the Statements on Auditing Standards.
If an auditor applies the auditing guidance included in an other auditing publication, he or she should be satisfied that, in his or her judgment, it is both relevant to the circumstances of the audit and appropriate. The auditing guidance
in this document has been reviewed by the AICPA Audit and Attest Standards
staff and published by the AICPA and is presumed to be appropriate. This document has not been approved, disapproved, or otherwise acted on by a senior
technical committee of the AICPA.
Susan M. Reed, CPA
Technical Manager
Accounting and Auditing Publications
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GAS and Circular A-133 Developments—2008

How This Alert Helps You
.01 This Audit Risk Alert (alert) helps you plan and perform your audits
conducted in accordance with Government Auditing Standards (GAS or the Yellow Book) or Office of Management and Budget (OMB) Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations (Circular A-133). This
alert can also be used by an entity's internal management to address areas of
audit concern. This alert provides information to assist you in achieving a more
robust understanding of the business, economic, and regulatory environment
in which your clients operate. Moreover, this alert delivers information about
emerging practice issues and current auditing and regulatory developments as
it relates to audits performed under GAS and Circular A-133.
.02 It is important that you understand what is happening in the GAS
and Circular A-133 arena if you perform these audits. This alert assists you in
gaining an understanding of key developments regarding these audits.
.03 Readers may also find the Comprehensive Audit Risk Alert—2008
(product no. 022339kk) useful. Further, if you are performing a financial statement audit of a state, local government, or nonprofit organization, you may also
refer to the following Audit Risk Alerts:

r
r
r

Audit Risk Alert State and Local Governmental Developments—
2008 (product no. 022438kk)
Audit Risk Alert Not-For-Profit Organizations Industry Developments—2008 (product no. 022428kk)
Audit Risk Alert Health Care Industry Developments—2008 (product no. 022349kk)

.04 These alerts can be obtained by calling the AICPA at (888) 777-7077
or visiting www.cpa2biz.com. You should refer to the full text of accounting and
auditing pronouncements as well as the full text of any rules or publications
that are discussed in these alerts.

Understanding the Entity, Its Federal Programs and
Compliance Requirements, Internal Control Over
Compliance and Assessing the Risks of Material
Noncompliance
.05 As noted in AU section 314, Understanding the Entity and Its Environment and Assessing the Risks of Material Misstatement (AICPA, Professional
Standards, vol. 1), an auditor should obtain a sufficient understanding of the
entity and its environment, including its internal control, to assess the risks of
material misstatement of the financial statements whether due to error or fraud
and to design the nature, timing, and extent of further audit procedures. The
Audit Risk Alerts titled, State and Local Governmental Developments—2008,
Not-For-Profit Organizations Industry Developments—2008, and Health Care
Industry Developments—2008 further discuss the auditor's responsibilities in
this area for a financial statement audit.
.06 In a GAS or Circular A-133 audit, it is also important to understand the entity subject to audit, its federal programs and compliance requirements, and its internal control over compliance with those compliance requirements. This understanding assists the auditor in assessing the risk of material
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noncompliance and to design the nature, timing, and extent of further audit
procedures.
.07 Further, Circular A-133 states that the auditee should maintain internal control over compliance for federal programs that provides reasonable
assurance that the auditee is managing federal awards in compliance with
laws, regulations, and the provisions of contracts or grant agreements that
could have a direct and material effect on each of its federal programs. The
auditor should perform procedures to obtain an understanding of internal control over federal programs sufficient to plan the audit to support a low assessed level of control risk for major programs. The auditor should understand
the assertions relevant to the compliance requirements for each major program. When considering internal control over compliance, the auditor should
obtain an understanding of the five elements of internal control (that is, control
environment, risk assessment, control activities, information and communication, and monitoring) sufficient to assess the risks of material noncompliance with each direct and material compliance requirement for each major
program.
.08 The auditor should obtain a sufficient understanding by performing
risk assessment procedures to evaluate the design of controls relevant to the
compliance audit and to determine whether they have been implemented. The
auditor should use the information gathered from the risk assessment procedures as audit evidence to support the risk assessment.
.09 Risk assessment procedures are described in paragraph .06 of AU section 314 and may include inquiry of entity personnel, observing the application
of a specific control, and inspecting documents and reports. Paragraph .55 of
AU section 314 states that inquiry alone is not sufficient to evaluate the design
of a control and to determine whether it has been implemented. Chapter 9,
"Consideration of Internal Control Over Compliance for Major Programs" of
the Audit Guide Government Auditing Standards and Circular A-133 Audits
provides more information related to the auditor's consideration and testing of
internal control over compliance for major programs.
.10 Because Circular A-133 requires the auditor to determine whether
the auditee has complied with laws, regulations, and the provisions of contracts or grant agreements that may have a direct and material effect on each
of its major federal programs, the auditor should assess not only the risk that
noncompliance may cause the financial statements to contain a material misstatement, but also the risk that noncompliance may have a material effect on
each of its major programs. Chapter 6, "Planning Considerations of Circular
A-133," of the Audit Guide Government Auditing Standards and Circular
A-133 Audits discusses audit risk as it relates to the compliance auditing of
major programs.
.11 Finally, one of the auditor's initial tasks in the planning process of a
GAS or Circular A-133 audit is determining whether management has properly
defined the entity to be audited. Chapter 6 of the Audit Guide Government
Auditing Standards and Circular A-133 Audits provides additional information
on defining the entity to be audited, including the option for auditees to meet
the requirements of Circular A-133 through a series of audits that cover an
auditee's departments, agencies, and other organizational units that expended
or otherwise administered federal awards during a fiscal year.
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Economic Developments
The State of the Economy
.12 When planning and performing a financial statement audit, an auditor should understand the economic conditions facing the industry. Economic
activities relating to factors such as interest rates, availability of credit, overall
economic expansion or contraction, inflation, and labor market conditions are
likely to have an effect on the entity's financial statements being audited. The
Audit Risk Alerts State and Local Governmental Developments—2008 (product
no. 022437), Not-For-Profit Organizations Industry Developments—2008 (product no. 022428), and Health Care Industry Developments—2008 (product no.
022348) further discuss the state of the economy and the potential impact on
financial statement audits of governmental, not-for-profit, and health care organizations.
.13 Although it may appear at first glance that the recent turmoil in the
financial markets may not have a direct impact on entities receiving federal
funds, that may not be the case. An entity's overall operations may be affected,
which in turn may lead to changes in the services provided by the entity, its
administration of federal programs, and its related internal control over compliance. This information may be a consideration for the auditor in planning
and performing a Circular A-133 audit when assessing the risks related to the
audit.

Legislative and Regulatory Developments
Report on Single Audit Quality
.14 From the standpoint of the federal user, audits conducted under Circular A-133 are a key accountability mechanism for the expenditure of taxpayer
dollars. Circular A-133 defines single audit as an audit that includes both the
entity's financial statements and federal awards. In June 2007, the results of
a federal study on single audit quality were issued by the President's Council on Integrity and Efficiency (PCIE) and Executive Council on Integrity and
Efficiency. The Report on National Single Audit Sampling Project (the PCIE report), identifies single audit quality deficiencies and shows that improvements
are needed. The types of audit quality issues identified in the PCIE report are
also consistent with the types of issues found in peer reviews of firms doing single audits and in investigations performed by the AICPA Professional Ethics
Division. Appendix A, "Common Deficiencies Identified in the PCIE Report,"
summarizes the deficiencies identified in the report.
.15 Consequently, as an auditor who performs single audits, you should
review the PCIE report in detail to determine if the audit quality deficiencies cited in the report may affect the planning of your future engagements
or your current audit methodologies and documentation practices. This report
will have a significant impact on the requirements for and performance of single
audits in the future; therefore, it is important for auditors to understand the
issues.
.16 The PCIE report proposes a three pronged approach for reducing the
deficiencies found and improving the quality of single audits: (1) revise and
improve single audit standards, criteria, and guidance; (2) establish minimum
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continuing professional education (CPE) as a prerequisite for auditors to be
eligible to be able to conduct and continue to perform single audits; and (3)
review and enhance the disciplinary processes to address unacceptable audits
and for not meeting training and CPE requirements. The recommendations in
the report are directed at various organizations, including OMB, other federal
agencies, the AICPA, and other single audit stakeholders.

Help Desk—To access the PCIE report visit: www.ignet.gov/pande/
audit/NatSamProjRptFINAL2.pdf.

Response to the PCIE Report
.17 The AICPA shares the commitment of the federal agencies involved
in the project to improve the quality of single audits. The audits reviewed were
submitted and accepted for the period April 1, 2003, through March 31, 2004;
and the AICPA is hopeful that many endeavors over the last several years (for
example, the launch of the Governmental Audit Quality Center [GAQC]) have
already begun to address some of the issues raised in the PCIE report.
.18 The AICPA, the GAQC Executive Committee, and GAQC staff are
working closely with the federal government to address the PCIE report recommendations. During the course of the past year, since the report was issued,
the AICPA and GAQC have taken significant action in response to the PCIE
report.

GAQC Director Testifies at Senate Hearing
on Single Audit Quality
.19 On October 25, 2007, the director of the AICPA's GAQC testified before
the U.S. Senate Homeland Security and Governmental Affairs Committee's
Subcommittee on Federal Financial Management, Government Information,
Federal Services, and International Security.
.20 The purpose of the hearing, "Single Audits: Are They Helping to Safeguard Federal Funds?", was to discuss the results of the PCIE report and the
various roles that oversight organizations have in monitoring single audits
to ensure federal funds are safeguarded. Other witnesses included representatives from OMB, Government Accountability Office (GAO), and the Department
of Education, which coordinated administration of the PCIE report.
.21 The AICPA testimony emphasized that single audits are important in
helping safeguard taxpayer dollars, that poorly performed audits are always
unacceptable, and that the AICPA will continue its ongoing efforts to enhance
the quality of governmental audits. The testimony provided by the AICPA also
noted steps AICPA took, on its own initiative, long before the PCIE report was
released to improve audit quality, with a strong emphasis on the establishment
of the GAQC, in addition to the steps that are being taken in response to the
PCIE report. One of the steps taken in response to the report was to form task
forces to examine the findings and recommendations for the AICPA, which is
discussed in the next section.
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.22 The testimony also included views on the other non-AICPA recommendations in the PCIE report. Furthermore, it was noted that significant
improvement in the quality of governmental audits will only occur when all the
key single audit stakeholder groups—the auditing profession, the procurers of
single audit services, and the federal agencies—are involved in the solution.
.23 The other witnesses also expressed concerns about the quality of single audits and discussed thoughts on how the quality issues might be solved.
The written testimony of all witnesses can be accessed via the U.S. Senate
subcommittee's Web site at http://hsgac.senate.gov.

AICPA and GAQC Single Audit Quality Task Forces
.24 In response to the PCIE report, the AICPA has formed seven task forces
to examine the PCIE report findings and recommendations for the AICPA as
follows:

r
r
r
r
r
r
r

Sampling and materiality issues in a single audit environment
Internal control and compliance responsibilities in a single audit
environment
Schedule of Expenditures of Federal Awards (SEFA) reporting
issues
Reporting audit findings in a single audit
Single audit training needs and CPE evaluation
Practice monitoring
Statement on Auditing Standards SAS No. 74 revisions

.25 These task forces have met since October 2007 and are studying the
relevant issues. The goal of the task forces is to develop solutions to the detailed
findings in the PCIE report that will provide guidance for auditors. These task
forces are working with the Auditing Standards Board (ASB), OMB, and other
federal agencies as necessary to ensure that all relevant parties are involved.
A short summary of the work of each task force follows. Visit the GAQC Web
site (www.aicpa.org/GAQC) for further updates and new developments.
.26 Sampling and Materiality Issues in a Single Audit Environment. The purpose of this task force is to respond to the audit quality issues
in the PCIE report that relate to sampling and materiality. This task force is
developing a new chapter for the Audit Guide Government Auditing Standards
and Circular A-133 Audits to address the many sampling considerations in a
single audit environment. It will work closely with the ASB to ensure that any
guidance issued is consistent with current auditing standards, as well as the
AICPA Audit Guide Audit Sampling. The current plan is for the new chapter to be added to the 2009 version of the Audit Guide Government Auditing
Standards and Circular A-133 Audits.
.27 Internal Control Over Compliance and Compliance Responsibilities in a Single Audit Environment. The purpose of this task force is to
respond to the audit quality issues in the PCIE report that relate to the auditor's responsibilities for internal control over compliance—both in gaining an
understanding of internal control and for testing internal control—as well as
for compliance testing. As a first step, changes were made to both chapter 9
and chapter 10, "Compliance Auditing Applicable to Major Programs," of the
Audit Guide Government Auditing Standards and Circular A-133 Audits to

ARA-SGA .27

P1: G.Shankar
ACPA065-01

ACPA065.cls

6

December 16, 2008

4:30

Audit Risk Alert

enhance the discussion of the auditor's responsibilities for both internal control over compliance and compliance. Additionally, this task force is developing
illustrative audit documentation to assist auditors in documenting their understanding of internal control over compliance and related testing of both internal
control and compliance.
.28 SEFA Reporting Issues. The purpose of this task force is to respond
to the audit quality issues in the PCIE report that relate to the auditor's reporting on the SEFA. As a first step, changes were made to chapter 7, "Schedule
of Expenditures of Federal Awards," of the Audit Guide Government Auditing
Standards and Circular A-133 Audits to enhance the discussion of the auditor's responsibilities for testing and reporting on the SEFA. Additionally, this
task force is developing an illustrative audit program to assist auditors in documenting the procedures performed on the SEFA and an illustrative checklist
to document that the SEFA contains all of the required elements.
.29 Reporting Audit Findings in a Single Audit. The purpose of this
task force is to respond to the audit quality issues in the PCIE report that
relate to the auditor's reporting of findings. The task force is examining issues
related to when audit findings must be reported and the elements to include
in presenting findings. The task force is developing an illustrative findings
template to assist auditors in documenting and evaluating their findings and
ensuring that their finding write-ups include all required elements.
.30 Single Audit Training Needs and CPE Evaluation. The purpose
of this task force is twofold; both objectives are necessary in light of the recommendation in the PCIE report proposing that OMB consider requiring 16–24
hours of single audit training as a prerequisite to performing single audits. The
first objective is to develop appropriate best practice training curriculums for
auditors performing single audits at various staff levels. The second objective
is to evaluate current AICPA CPE offerings relating to single audits from a
number of perspectives to ensure high-quality training is available. The task
force has developed a white paper summarizing its recommendations relating
to single audit training, which it has submitted to OMB for its consideration in
determining whether to make a future change to Circular A-133 to add a single
audit training requirement.
.31 Practice Monitoring. This task force is studying the results of the
PCIE report to determine ways in which the peer review process can aid in
enhancing the quality and performance of Circular A-133 audits by member
firms. The task force is in the first phase of its work, having recently met with
the various federal agencies that perform quality control reviews (QCRs) to help
the AICPA better understand the QCR processes across federal agencies and to
assist the inspectors general in better understanding the peer review process.
The task force anticipates presenting specific recommendations for actions at
the peer review board's early 2009 meeting so that its recommendations can
potentially be implemented in the performance of 2009 peer reviews.
.32 SAS No. 74 Revisions. This task force is considering what revisions
are needed to SAS No. 74, Compliance Auditing Considerations in Audits of
Governmental Entities and Recipients of Governmental Financial Assistance
(AICPA, Professional Standards, vol. 1, AU sec. 801), as a result of the PCIE
report. Because this project will result in a number of clarifications and enhancements to SAS No. 74, formal due process is required. An exposure draft
is expected to be issued by the end of 2008, with a final standard to be issued
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in 2009. Upon issuance, any appropriate changes needed to the Audit Guide
Government Auditing Standards and Circular A-133 Audits will be made as
conforming changes.

GAO Developments
Single Audit Quality—GAO Study
.33 The GAO has also been asked by the same Senate subcommittee that
initiated the hearing mentioned previously to do its own separate study of
the single audit process. Although the GAO will certainly take into account the
results of the PCIE report, its study, most likely, will be broader and will include
looking at how the Single Audit Act Amendments of 1996 (Single Audit Act) and
Circular A-133 are working and whether changes need to be made. The GAO
testimony identified some of the questions it believes need to be considered
in addition to the recommendations cited in the PCIE report. The following
questions will be contemplated in this study:

r
r
r
r
r
r

What types of simplified alternatives exist for meeting the accountability objectives of the Single Audit Act for the smallest audits and what would the appropriate cutoff be for a less complex
audit requirement?
Is the current federal oversight structure for single audits adequate and consistent across federal agencies?
What alternative federal oversight structures could improve overall accountability and oversight in the single audit process?
Are federal oversight processes adequate and are sufficient resources being dedicated to oversight of single audits?
What role can the auditing profession play in increasing single
audit quality?
Do the specific requirements in the Single Audit Act and Circular
A-133 need to be updated?

.34 Additionally, as part of the study the GAO will also consider the actions
taken by the AICPA and OMB since the issuance of the PCIE report. The GAO
study is anticipated to be completed by the end of 2008 or sometime early in
2009.

2007 Revision of GAS
.35 Auditors are reminded that the GAO issued a complete update to GAS
in 2007, which superseded the previous 2003 version. The new Yellow Book is
effective for financial audits and attestation engagements for audits of periods
beginning on or after January 1, 2008. For performance audits, the standards
are effective for audits beginning on or after January 1, 2008. Some of the more
significant changes in the 2007 version are as follows:

r
r
r

Added a new chapter on ethical principles
Enhanced and clarified the requirements for an audit organization's system of quality control by specifying the elements of quality that an organization's policies and procedures collectively address
Added a requirement that external audit organizations make their
most recent peer review report publicly available
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Updated GAS based on recent developments in financial auditing
and internal control
Increased transparency surrounding reporting on restated financial statements
Revised the performance auditing chapters

.36 Last year's Audit Risk Alert covered the major changes to GAS in
more detail. The 2007 revision of GAS can be accessed at www.gao.gov/govaud/
ybk01.htm.

GAS: Implementation Tool
.37 The GAO issued a guidance document, Government Auditing Standards: Implementation Tool—Professional Requirements Tool for Use in Implementing Requirements Identified by "Must" and "Should" in the July 2007
Revision of Government Auditing Standards. The professional requirements
tool lists the requirements for audit organizations and auditors included in the
2007 revision of GAS.
.38 The tool is divided into four sections. The general requirements section
contains entitywide requirements for the audit organization and is intended for
use in addition to the specific sections for financial audits, attestation engagements, and performance audits, which contain engagement specific requirements for the auditors conducting the engagement. Audit organizations and
auditors should also refer to the complete text of the 2007 revision of GAS to
understand the context for those requirements along with related guidance.
.39 The tool was prepared by the GAO's GAS staff to facilitate audit organizations' and auditors' implementation of the standards and to assist auditors
with documenting compliance with GAS. It does not represent additional standards or requirements. Instead, it helps auditors quickly identify standards
requirements and make decisions about those standards applicable to their audits. The tool is available at www.gao.gov/new.items/d08210g.pdf. (Implementation Tool, GAO-08-210G, December 2007).

Guidance on Complying With GAS and the Sarbanes-Oxley
Act of 2002
.40 Certain companies subject to the Securities Exchange Act of 1934 may
be required to have an audit conducted in accordance with standards issued by
both the Public Company Accounting Oversight Board (PCAOB), as required
by the Sarbanes-Oxley Act of 2002, and the Comptroller General of the U.S.,
as contained in GAS. Some examples include lending institutions that participate in federally sponsored loan programs such as housing and education. For
such entities, auditors must meet the requirements of both sets of standards in
conducting their work.
.41 GAS may be used in conjunction with standards issued by the PCAOB,
even though these standards are not incorporated by reference into GAS. GAO
recognized that the use of PCAOB's framework for assessing internal control deficiencies could result in inconsistencies in reporting on internal control under GAS. In order to facilitate reporting under both PCOAB and GAO
standards, to ensure consistency of information included in the GAS report
on internal control, and to assist auditors in complying with GAS, GAO issued guidance on this subject in December 2007, which can be accessed at
www.gao.gov/govaud/gagaspcaob2007.pdf. This guidance provides that
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auditors should include in the GAS report on internal control any
material weakness contained in the opinion on the effectiveness
of the audited entity's internal control over financial reporting
that was prepared based on PCAOB's Auditing Standard No. 5,
An Audit of Internal Control Over Financial Reporting That Is
Integrated with An Audit of Financial Statements (AICPA, PCAOB
Standards and Related Rules, Rules of the Board, "Standards");
auditors who prepare the GAS report using "material weaknesses"
from the PCAOB opinion on the effectiveness of the company's
internal control over financial reporting should also include in
their report any other control deficiencies that meet the definitions
of "material weakness" or "significant deficiency" as defined in
SAS No. 112, Communicating Internal Control Related Matters
Identified in an Audit (AICPA, Professional Standards, vol. 1, AU
sec. 325). Such reporting satisfies the requirements of paragraph
5.11 of GAS;
auditors should, in the GAS report, clearly state that the PCAOB
standards and definition were used, describe the scope of the
work performed, and provide appropriate definitions of applicable PCAOB terminology if they elect to include in the GAS report
material weaknesses based on the definition provided in PCAOB
Auditing Standard No. 5; and
auditors should comply with all other relevant GAS requirements
related to reporting deficiencies in internal control.

Other GAO Developments
.42 In March 2008, David Walker, comptroller general of the U.S. and
head of GAO, resigned his position in order to accept the position of president
and CEO of the newly established Peter G. Peterson Foundation. Gene Dodaro, GAO's chief operating officer, is currently serving as acting comptroller
general.

OMB Developments
OMB Response to PCIE Report
.43 In response to the PCIE report, the OMB has formed eight work groups
to examine the PCIE report findings and recommendations from a federal perspective. The work groups are focusing on the following:

r
r
r
r
r
r

Revisions to A-133 and AICPA guidelines to report audit findings
Revisions to A-133, the AICPA Audit Guide, and the OMB Compliance Supplement to document the required compliance testing
Revisions to A-133 and AICPA guidelines for audit testing and
sampling
Revisions to A-133 to require single audit training (will include
development of training curriculum)
Review of suspension and debarment process and identification of
alternative methods to address unacceptable audits
Coordination with other single audit constituencies for sanctions
and punitive actions for substandard audits
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Coordination with PCIE to issue uniform standards on QCRs
The New and Improved Single Audit Process

.44 The work of one or more of these task forces could result in proposed
revisions in Circular A-133 over the course of the next year. Auditors should visit
the GAQC Web site (www.aicpa.org/GAQC) for updates on future developments.

OMB Single Audits and Private Information
.45 Auditors reporting under Circular A-133 should be aware that personal
private information should not be included in audit findings in reports issued
under Circular A-133. Findings that involve sensitive information (for example,
Social Security numbers) should be summarized in a manner that ensures the
requirements found in Circular A-133 section 510(b) are met. However, any
detailed personal private information should be omitted from the finding writeup. Auditors should also consider the guidance in sections 5.39–.43 of GAS (2007
revision). If a federal agency wishes to follow up on a finding, the personal
information necessary to be communicated can be done so in a subsequent,
nonelectronic, private communication to the agency when requested.

Circular A-133 Compliance Supplement Update
.46 The Circular A-133 Compliance Supplement, issued annually by OMB,
is one of the most important pieces of guidance used by an auditor in a single
audit. The supplement identifies the compliance requirements that the federal
government expects to be considered as part of an audit required by the Single
Audit Act. For the programs it includes, the Compliance Supplement provides
a source of information for auditors to understand the federal program's objectives, procedures, and compliance requirements relevant to the audit, as well
as audit objectives and suggested audit procedures for determining compliance
with these requirements. Programs not listed in the Compliance Supplement
are addressed in part 7, "Guidance for Auditing Programs Not Included in This
Compliance Supplement," which instructs readers to use the types of compliance requirements contained in the Compliance Supplement as a guide to help
identify the compliance requirements to test, and to determine the requirements governing the federal program. A review of the provisions of the auditee's contracts and grant agreements and the laws and regulations referred to
in such contracts and grant agreements will assist the auditor in determining
the relevant compliance requirements and any other federal requirements.

Help Desk—The current year's Compliance Supplement and two
previous years' versions are available at www.whitehouse.gov/omb/
grants/grants_circulars.html.

.47 OMB issued the 2008 Compliance Supplement in May 2008. The 2008
Compliance Supplement is effective for audits of fiscal years beginning after
June 30, 2007, and supersedes the 2007 Compliance Supplement issued in
March 2007. Appendix V of the supplement, "List of Changes for the 2008 Compliance Supplement," is a key piece of information to help the auditor identify
all of the changes OMB has made to the supplement. Because there are numerous changes to many programs listed, it is important for auditors to review the
most current Compliance Supplement as part of audit planning.
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.48 The 2008 Compliance Supplement has been updated for the 2007 revision to Circular A-133 and other guidance, links, and references, as appropriate.
The more significant changes in the 2008 Compliance Supplement include the
following:

r
r
r
r
r

Five new programs were added to part IV, "Agency Program
Requirements."
Over 40 programs and 2 program clusters (Research & Development and Student Financial Assistance Programs) had significant
changes through updates, corrections, or both, in part IV. A number of additional programs had minor changes made to them.
Significant changes in content, mainly reflecting part IV revisions,
were made to part II, "Matrix of Compliance Requirements."
Significant changes reflecting the language of Circular A-133 were
made to part III, "Allowable Costs/Cost Principles." Compliance
requirement I, "Procurement and Suspension and Debarment,"
was also updated.
Updates were made to appendix VI, "Disaster Waivers and Special
Provisions Affecting Single Audits," as well.

OMB Web Site and Federal Funding Accountability
and Transparency Act
.49 The OMB Web site at www.USASpending.gov (previously accessed
at www.federalspending.gov) provides searchable data on federal grants, contracts, and other spending, allowing taxpayers to see where their federal dollars
go and who spends it. The purpose of this Web site is to satisfy the provisions of
the Federal Funding Accountability and Transparency Act, which became law
in 2006. Users can search by contracts and grants, contractor names, congressional districts, and lawmakers. The data can be sorted by the various column
headings and is downloadable. Though the site is still a work in progress, ultimately, OMB plans for agencies to send information directly to this site so it
will be available in real time.

Pending Revision of Federal Financial Report
.50 OMB is consolidating and replacing four existing financial reporting
forms (SF-269, SF-269A, SF-272, and SF-272A) with a single Federal Financial Report (FFR). The purpose of the FFR is to give recipients a standard
format for reporting the financial status of their grants and cooperative agreements. Consistent with government-wide streamlining objectives, the FFR will
result in the use of standard reporting dates for interim reports. Interim reports (quarterly, semiannual, or annual) will be for the periods ending March
31, June 30, September 30, and December 31, regardless of the grant budget
period or project period dates. Interim quarterly and semi-annual reports will
be due 30 days after the reporting period end date. Annual and final reports
will be due 90 days after the reporting period end date. The termination date
of the grant or project is the reporting period end date for purposes of the final report. The new FFR form (SF-425) is available on the OMB Web site at
www.whitehouse.gov/omb/grants/grants_forms.html. The revised form will be
phased into use by no later than October 1, 2009.
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Federal Audit Clearinghouse Developments
.51 The Federal Audit Clearinghouse (FAC) operates on behalf of OMB.
Its primary purposes are to

r
r
r
r

collect single audit and program specific audit information and
disseminate it to federal agencies and the public;
support OMB oversight and assessment of federal award audit
requirements;
assist federal cognizant and oversight agencies in obtaining Circular A-133 data and reporting packages; and
help auditors and auditees minimize the reporting burden of complying with Circular A-133 audit requirements.

.52 Auditees are responsible for submitting the required reporting package, which includes the audit reports and the data collection form (DCF or Form
SF-SAC). Both the auditee and the auditor are responsible for completing certain portions of the DCF before it is submitted with the reporting package.

Submissions of the 2008–2010 DCF
.53 Beginning with 2008 fiscal year-end and forward, paper submissions
of the DCF (or Form SF-SAC) will not be accepted. One may submit it only
online. In addition, while currently you can find the 2008–2010 DCF on the
FAC Web site, the link takes you to the Internet Data Entry System (IDES),
where the DCF is accessed and submitted electronically. Due to the newly instituted requirement of electronic submission, preparers of the form may need to
upgrade their computer capabilities. The instructions for the 2008–2010 DCF
("IDES 2008–2010 Instructions") contain an extensive amount of information
about using IDES and submitting the form. They too are available on the FAC
Web site under DCF.
.54 The submission method for the single audit reporting package (which
includes the DCF) has also changed, with the entire reporting package being
submitted online.
.55 A summary of the steps is as follows:
1. Create your online report password and report ID at http://
harvester.census.gov/fac/collect/ddeindex.html.
2. Complete the DCF (or Form SF-SAC).
3. Upload the single audit.
4. Certify the submission.
5. Submit the entire single audit reporting package online.
.56 Users may return to their submission multiple times using the same
password and report ID. Also, the certifying officials for both the auditee and
auditor are required to certify the submission prior to the package's online submission as a single PDF file. Only one copy of the reporting package is required.
(Note that each report ID corresponds to one single audit submission for one
fiscal period.) Both the auditee and auditor will receive an e-mail confirming
the receipt of the single audit reporting package.
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Submission of DCF for Fiscal Years Ending Prior to 2008
.57 Separate forms exist for audits of fiscal periods ending prior to 2008.
Submissions covering fiscal periods with end dates before January 1, 2008,
should use an earlier version of the DCF and the old submission process. The
2004–2006 form should be used for audits covering fiscal periods ending in 2004,
2005, 2006, and 2007. Auditors can get instructions for, fill out, and print the
DCF on the FAC Web site at http://harvester.census.gov/fac. For fiscal periods
ending in 2002–2007, one paper copy of the reporting package is required to be
submitted in hard copy via mail.

Major Programs and the DCF
.58 Among the quality deficiencies discussed in the PCIE report, a matter
that was noted in multiple instances was referred to as a "material reporting
error." This deficiency occurred when the Schedule of Findings and Questioned
Costs incorrectly identified certain major programs as having been audited
when, in fact, they were not audited in that year. This is considered a very
serious error as it results in the auditor erroneously expressing a compliance
opinion on one or more programs that were not audited. In addition, it has been
noted that when filling out the DCF, sometimes the incorrect box is marked
indicating a major program when in fact the program is not major.
.59 To assist auditors and organizations in avoiding this type of error, the
FAC made revisions to both IDES and the frequently asked questions (FAQ).
When a form is being completed using IDES, a pop-up message appears at
certain points (including when an entry has been input into part III, item 9g)
that states, "Caution! Programs indicated as major must agree with programs
identified as major in the summary of auditor's results and actually tested as
major by the auditor." Also, question 22 in the FAQ has been revised to indicate
the same.

DCF and Reporting Package Submission Not Appropriate
in Compliance Audits of For-Profits
.60 Some for-profit entities are required by granting agencies through
either a grant clause or contract to have a Circular A-133 audit (or an audit
that is very similar to a Circular A-133 audit). The FAC has asked that auditors
remind their for-profit clients that must undergo such an audit that they are
not to send the DCF and the audit reporting package to the FAC. The package
should be sent, however, to the requesting federal or state agency.

Using the FAC Database
.61 Auditors may find it worthwhile to investigate the FAC database. Instructions for its use are on the FAC Web site at http://harvester.census.gov/fac.
The FAC expects that the major users of its database will be federal sponsoring
agencies. A number of agencies report that they have found it useful, for example, to compare the results of their own programmatic audits with those Circular A-133 audits performed by independent auditors and filed on the database.
FAC officials also point out that auditors can benefit from the database. For
example, consider the following benefits:

r
r

Auditors and their clients can check on the status of submissions.
Auditors and their clients can ascertain the status of their subrecipients' submissions.
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Auditors can perform overall analytical assessments of their organization's audits to determine, for example, whether there are
any problems with the two year look back rule and major program
determination.
Auditors can look at reports or findings related to programs they
are auditing to supplement staff training.

U.S. Department of Housing and Urban
Development Update
U.S. Department of Housing and Urban Development
Consolidated Audit Guide Revisions
.62 The U.S. Department of Housing and Urban Development (HUD) continues its chapter by chapter update of the Consolidated Audit Guide for Audits
of HUD Programs. The following table summarizes the changes issued at the
time of this writing.

Date Change
Was Issued

Change Effective for
Audits With Fiscal
Years Ending On
or After

Chapter 2, "Report Requirements and Sample Reports,"
Exhibit B, Internal Control
Reporting—Significant Deficiency

March 14, 2007

March 31, 2007

Chapter 2, "Report Requirements and Sample Reports,"
Exhibit B-1, Internal Control Reporting—No Significant Deficiency

March 14, 2007

March 31, 2007

Chapter 3, "HUD Multifamily Housing Programs"

July 21, 2008

December 31, 2008

Chapter 4, "HUD Multifamily Hospital Program"

July 21, 2008

Effective upon
issuance

Chapter 5, "Insured Development Cost Certification Audit Guidance"

March 23, 2007

June 30, 2007

Chapter 6, "Ginnie Mae Issuers of Mortgage-Backed
Securities Audit Guidance"

April 3, 2007

June 30, 2007

Chapter 7, "HUD-Approved
Title II Nonsupervised Mortgagees and Loan Correspondents Audit Guidance"

April 27, 2007

June 30, 2007

Consolidated Audit Guide
for Audits of HUD
Programs Chapter
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Date Change
Was Issued

Change Effective for
Audits With Fiscal
Years Ending On
or After

Chapter 8, "HUD-Approved
Title I"

September 1, 2006

December 31, 2006

Appendix, "HUD OIG Regional Inspectors General for
Audit"

March, 2007

March, 2007

Consolidated Audit Guide
for Audits of HUD
Programs Chapter

.63 Chapter 3 of the HUD audit guide Consolidated Audit Guide for Audits
of HUD Programs is the most recent updated chapter released by HUD. It relates to audits of HUD multifamily housing programs (that is, those that do not
fall under the requirements of Circular A-133) and becomes effective for audits
of fiscal years ending on or after December 31, 2008. If you are performing an
audit of a multifamily program that is subject to Circular A-133 (for example,
a not-for-profit organization), keep in mind that the HUD audit guide Consolidated Audit Guide for Audits of HUD Programs reiterates that chapter 3 is
not intended to be a program-specific audit guide for compliance with Circular
A-133 requirements. Instead, it states that if the Compliance Supplement includes the program that is being audited, the guidance in the supplement is to
be used.
.64 If the Compliance Supplement does not include the program that is
being audited, part 7 of the supplement provides guidance on how to identify
the applicable compliance requirements to test. Paragraph 1d of part 7 states,
"If there is any audit guidance issued by the federal agency's Office of Inspector
General (OIG), the auditor may wish to consider this guidance in identifying
the program objectives, program procedures, and compliance requirements."
Chapter 3 of the HUD audit guide Consolidated Audit Guide for Audits of HUD
Programs should be used only for that purpose.
.65 Auditors should review the transmittals announcing the issuance of
each of the revised chapters, including the transmittal for chapter 3, on the
HUD OIG Web site at www.hud.gov/offices/oig/reports/auditguide/. Those transmittals provide a summary of the significant revisions made to each chapter.
Please also note that HUD has updated the illustrative internal control reporting found in chapter 2 of the HUD audit guide Consolidated Audit Guide
for Audits of HUD Programs for the terminology and definitions found in AU
section 325, Communicating Internal Control Related Matters Identified in an
Audit (AICPA, Professional Standards, vol. 1). However, the internal control
reports on HUD's Web site have not yet been updated to reflect the impact of
recently issued SAS No. 115, Communicating Internal Control Related Matters Identified in an Audit (AICPA, Professional Standards, vol. 1, AU sec. 325),
which supersedes SAS No. 112 of the same title. See the following section, "SAS
No. 115 and Implications for Circular A-133 and Other Governmental Audits,"
for more information.
.66 The following chapters of the Consolidated Audit Guide for Audits of
HUD Programs are under revision at the time of this writing:

r
r

Chapter 1 "General Audit Guidance"
Chapter 2 "Reporting Requirements and Sample Reports"
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.67
Auditors should periodically check HUD's Web site at
www.hud.gov/offices/oig/reports/auditguide/ to make certain that they identify
and follow the relevant audit guidance. Use this Web link to be sure you access
the latest version of the guide. Several other Web links permit you to download
the entire guide, but that, unfortunately, may not include the latest chapter
revisions.
.68 The GAQC Web site will provide status updates on future HUD revisions to the HUD audit guide Consolidated Audit Guide for Audits of HUD Programs on the newly established HUD information page at http://gaqc.aicpa.org/
Resources/.

HUD Proposes an Independent Public Accountant Roster
.69 On February 6, 2008, HUD issued a proposed rule titled "Independent
Public Accountant Roster" relating to certain audits performed under the HUD
audit guide Consolidated Audit Guide for Audits of HUD Programs or audits of
governments or not-for-profit organizations that receive HUD funding and are
subject to a single audit. The proposed rule would have modified HUD's existing regulations in 24 Code of Federal Regulations (CFR) part 5 to establish a
roster of approved independent public accountants and public accounting firms
(IPAs) that would be permitted to perform audits or related services on covered
entities. The proposed rule would have also established eligibility, application,
and removal procedures for IPAs listed on the IPA Roster. Firms would have to
submit an application to HUD and, upon acceptance, agree to adhere to eligibility requirements. HUD then would have had the ability to remove auditors
from the roster for various reasons, including failing to maintain compliance
with eligibility requirements. Once removed, a firm would no longer be allowed
to perform HUD audits. In a recent public meeting, HUD staff announced that
they were holding the proposed rule in abeyance in deference to the audit quality efforts underway in response to the PCIE report (see preceding sections
"AICPA and GAQC Single Audit Quality Task Forces" and "OMB Response to
PCIE Report"). Upon completion of those efforts, HUD will evaluate whether
the changes made meet HUD needs and determine whether there is a need to
restart efforts relating to a roster.

Audit and Attestation Issues and Developments
Summary of Recent Auditing and Attestation Pronouncements
and Related Guidance
.70 Presented in the following table is a list of recently issued auditing and
attestation pronouncements and related guidance. This alert is intended to be
used in conjunction with the Comprehensive Audit Risk Alert—2008 (product
no. 022339kk); therefore, only pronouncements and related guidance of specific
significance to GAS and Circular A-133 audits are summarized herein. You can
also refer to the industry specific Audit Risk Alerts mentioned previously in
this alert for further discussion of the financial statement audit implications of
these standards.
.71 For information on auditing and attestation standards issued subsequent to the writing of this alert, please refer to the AICPA Accounting and
Auditing Web site at www.aicpa.org/Professional+Resources/Accounting+and+
Auditing. You may also look for announcements of newly issued standards in

ARA-SGA .67

P1: G.Shankar
ACPA065-01

ACPA065.cls

December 16, 2008

4:30

17

GAS and Circular A-133 Developments—2008

the CPA Letter, Journal of Accountancy, and in the quarterly electronic newsletter, In Our Opinion, issued by the AICPA Auditing Standards team, available at
www.aicpa.org/Professional+Resources/Accounting+and+Auditing/Audit+and+
Attest+Standards/Opinion. The GAQC Web site at www.aicpa.org/GAQC is
also a useful resource.
.72 As a reminder, AICPA auditing and attestation standards are applicable only to audits and attestation engagements of nonissuers. The PCAOB
establishes auditing and attestation standards for audits of issuers. Refer to
the PCAOB Web site at for information about its activities.

Recent Auditing and Attestation Pronouncements
and Related Guidance

Statement on Auditing
Standards (SAS) No. 115,
Communicating Internal
Control Related Matters
Identified in an Audit (AICPA,
Professional Standards, vol. 1,
AU sec. 325)
Issue Date: October 2008
(Applicable to audits conducted
in accordance with generally
accepted auditing standards
[GAAS])

Replacing SAS No. 112, Communicating
Internal Control Related Matters
Identified in an Audit, this standard
defines the terms deficiency in internal
control, significant deficiency, and
material weakness; provides guidance on
evaluating the severity of deficiencies in
internal control identified in an audit of
financial statements; and requires the
auditor to communicate, in writing, to
management and those charged with
governance, significant deficiencies and
material weaknesses identified in an
audit. It is effective for audits of
financial statements for periods ending
on or after December 15, 2009. Earlier
implementation is permitted.

SAS No. 114, The Auditor's
Communication With Those
Charged With Governance
(AICPA, Professional
Standards, vol. 1, AU sec. 380)
Issue Date: December 2006
(Applicable to audits conducted
in accordance with GAAS)

This standard replaces SAS No. 61,
Communication With Audit Committees.
The standard requires the auditor to
conduct two way communication with
those charged with governance about
certain significant matters related to the
audit and also establishes standards and
provides guidance on which matters
should be communicated, who they
should be communicated to, and the
form and timing of the communication.
It is effective for audits of financial
statements for periods beginning on or
after December 15, 2006.
(continued)
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and Related Guidance

SAS No. 113, Omnibus
Statement on Auditing
Standards—2006 (AICPA,
Professional Standards, vol. 1)
Issue Date: November 2006
(Applicable to audits conducted
in accordance with GAAS)

This standard does the following:

•

•

•

•

SAS Nos. 104–111, the "Risk
Assessment Standards"
Issue Date: March 2006
(Applicable to audits conducted
in accordance with GAAS)

ARA-SGA .72

Revises the terminology used in
the 10 standards of AU section
150, Generally Accepted Auditing
Standards (AICPA, Professional
Standards, vol. 1), to reflect
terminology in AU section 120,
Defining Professional
Requirements in Statements on
Auditing Standards (AICPA,
Professional Standards, vol. 1).
Adds a footnote to the headings
before paragraphs .35 and .46 in
AU section 316, Consideration of
Fraud in a Financial Statement
Audit (AICPA, Professional
Standards, vol. 1), to provide a
clear link between the auditor's
consideration of fraud and the
auditor's assessment of risk, and
the auditor's procedures in
response to those assessed risks.
Replaces throughout the auditing
standards the term completion of
fieldwork with the term date of
the auditor's report.
Changes the convention for
dating the representation letter
by requiring that it be dated as of
the date of the auditor's report.

The risk assessment standards provide
extensive guidance on how to apply the
audit risk model when planning and
performing financial statement audits;
focusing on identifying and assessing the
risks of material misstatements; further
designing and performing tailored audit
procedures in response to the assessed
risks at relevant assertion levels; and
improving the linkage between the risks,
controls, audit procedures, and
conclusions. These eight SASs became
effective for audits of financial
statements for periods beginning on or
after December 15, 2006.
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Recent Auditing and Attestation Pronouncements
and Related Guidance

Statement on Standards for
Attestation Engagements
(SSAE) No. 15, An
Examination of an Entity's
Internal Control Over
Financial Reporting That Is
Integrated With an Audit of Its
Financial Statements (AICPA,
ProfessionalStandards, vol. 1,
AT sec. 501)
Issue Date: October 2008

This statement establishes requirements
and provides guidance that applies when
a practitioner is engaged to perform an
examination of the design and operating
effectiveness of an entity's internal
control over financial reporting (examination of internal control) that is
integrated with an audit of financial
statements (integrated audit). This
SSAE is effective for integrated audits
for periods ending on or after December
15, 2008. Earlier implementation is
permitted.

SSAE No. 14, SSAE Hierarchy
(AICPA, Professional
Standards, vol. 1, AT sec. 50)
Issue Date: November 2006

This standard identifies the body of
attestation literature, clarifies the
authority of attestation publications
issued by the AICPA and others,
specifies the extent of familiarity a
practitioner needs to have with various
kinds of attestation publications when
conducting an attestation engagement,
and amends the 11 attestation
standards to reflect the terminology used
in AT section 20, Defining Professional
Requirements in Statements on
Standards for Attestation Engagements
(AICPA, Professional Standards, vol. 1).
It is effective when the subject matter or
assertion is as of or for a period ending
on or after December 15, 2006.

TIS sections 8200.05–.16
(AICPA, Technical Practice
Aids)
Issue Date: April and May
2008
(Nonauthoritative)

These questions and answers in TIS
section 8200, Internal Control, were
developed in response to common
questions received from members
regarding the implementation of SAS
Nos. 104–111. Some of the topics include
• consideration of internal controls
that are less formal or not
documented by the client.
• whether the auditor may suggest
improvements to a clients
internal control.
• assessing inherent risk in relation
to the consideration of control risk.
• the frequency of walkthroughs
that are used as the basis for the
auditor's understanding of
internal control.
(continued)
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•

•
•

considerations in obtaining an
understanding of, evaluating,
and documenting controls that
the auditor believes are
nonexistent or ineffective.
assessing control risk at the
maximum level.
considerations for developing a
substantive audit strategy.

TIS section 9100.06, "The
Effect of Obtaining the
Management Representation
Letter on Dating the Auditor's
Report" (AICPA, Technical
Practice Aids)
Issue Date: May 2007
(Nonauthoritative)

This question and answer discusses
whether the auditor is required to have
the signed management representation
letter in hand as of the date of the
auditor's report. The question and
answer indicates that although the
auditor need not be in physical receipt of
the representation letter on the date of
the auditor's report, management will
need to have reviewed the final
representation letter and, at a
minimum, have orally confirmed that
they will sign the representation letter,
without exception, on or before the date
of the representations.

TIS section 8350.01, "Current
Year Audit Documentation
Contained in the Permanent
File" (AICPA, Technical
Practice Aids)
Issue Date: May 2007
(Nonauthoritative)

This question and answer discusses
whether the provisions of AU section
339, Audit Documentation (AICPA,
Professional Standards, vol. 1), related
to documentation completion and
retention, apply to current year audit
documentation maintained in the
permanent file. The question and answer
indicates that AU section 339 does apply
to current year audit documentation
maintained in a permanent file, or, for
that matter, maintained in any type of
file, if the documentation serves as
support for the current year's audit
report.

AICPA Professional Issues
Task Force (PITF) Practice
Alert (PA) 03-1, Audit
Confirmations (AICPA,
Technical Practice Aids, PA
sec. 16,240)
Revised: June 2007
(Nonauthoritative)

This practice aid is a response to
practitioners' current concerns about
audit confirmations and includes
discussion of improving confirmation
response rates, negative versus positive
confirmation requests, nonresponses to
positive confirmations, responses to
positive confirmation requests indicating
exception, and use of electronic
confirmations among other topics.
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AICPA PITF PA 07-1, Dating
of the Auditor's Report and
Related Practical Guidance
(AICPA, Technical Practice
Aids, PA sec. 16,290)
Issue Date: January 2007
(Nonauthoritative)

This practice aid provides guidance
regarding application of certain
provisions of AU section 339, primarily
related to dating the auditor's report.

Audit Developments
Recently Issued Guidance
.73 The AICPA ASB recently issued SAS No. 115, which supersedes SAS
No. 112. Among the changes made by the new SAS are revisions to the definitions of the terms material weakness and significant deficiency that had been
previously established in SAS No. 112. SAS No. 115 contains the following revised definitions of the terms material weakness and significant deficiency as
they relate to internal control over financial reporting:

r

r

Material weakness. A deficiency, or combination of deficiencies,
in internal control, such that there is a reasonable possibility that
a material misstatement of the entity's financial statements will
not be prevented, or detected and corrected on a timely basis. (Note
that in SAS No. 115, a reasonable possibility exists when the likelihood of the event is either reasonably possible or probable as
those terms are used in Financial Accounting Standards Board
Statement No. 5, Accounting for Contingencies.)
Significant deficiency. A deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

.74 Even though the new definitions might appear to allow more flexibility
in determining what to report as a significant deficiency, auditors should keep
in mind that the new SAS states that the severity of a deficiency depends on (1)
the magnitude of the potential misstatement resulting from the deficiency or
deficiencies; and (2) whether there is a reasonable possibility that the entity's
controls will fail to prevent, or detect and correct, a misstatement of an account
balance or disclosure. These criteria are very similar to the "magnitude" and
"likelihood" criteria that were previously "built into" the significant deficiency
definition.
.75 SAS No. 115 also revises the list of deficiencies in internal control that
are indicators of material weaknesses. The list now consists of

r
r

identification of fraud, whether or not material, on the part of
senior management;
restatement of previously issued financial statements to reflect
the correction of a material misstatement due to error or fraud;
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identification by the auditor of a material misstatement of the
financial statements under audit in circumstances that indicate
that the misstatement would not have been detected by the entity's
internal control; and
ineffective oversight of the entity's financial reporting and internal
control by those charged with governance.

.76 Finally, SAS No. 115 no longer includes a list of deficiencies that ordinarily would be considered at least significant deficiencies and contains a
revised illustrative written communication to management and those charged
with governance of material weaknesses and significant deficiencies.

SAS No. 115 and Implications for GAS Audits
.77 As occurred when SAS No. 112 was issued, a ripple effect to other governmental standard-setters and regulators will occur as a result of the issuance
of SAS No. 115. As of the writing of this alert, the GAO has already issued interim guidance on complying with GAS in conjunction with SAS No. 115 and
SSAE No. 15, which can be accessed at www.gao.gov/govaud/ybk01.htm. The
issuance of the GAO interim guidance was necessary because the internal control definitions used in the new AICPA standards differ from the definitions
used in the July 2007 revision of GAS (which had been based on SAS No. 112
definitions).
.78 GAO states that the purpose of its guidance is to facilitate reporting of
internal control deficiencies identified in engagements performed under GAS
and the new AICPA standards and to assist auditors in complying with GAS
until the next update of the Yellow Book. The following interim guidance is
provided for complying with the internal control reporting requirements of GAS:

r

r

Auditors may satisfy the internal control reporting requirements
in GAS paragraph 5.11 by including in the Yellow Book report
on internal control all identified material weaknesses and significant deficiencies following the new definitions and requirements
from SAS No. 115 and SSAE No. 15, as applicable, providing those
definitions, and describing the scope of testing performed on the
entity's internal control over financial reporting.
Auditors are reminded to comply with all other relevant GAS requirements related to reporting deficiencies in internal control,
such as developing findings and providing recommendations for
corrective action if findings are sufficiently developed (GAS paragraphs 5.21 and 6.42), obtaining views of responsible officials (GAS
paragraphs 5.32–.38 and 6.44–.50), and ensuring appropriate report distribution (GAS paragraphs 5.44 and 6.56).

.79 The GAO guidance becomes effective concurrent with the auditors'
implementation of SAS No. 115 or SSAE No. 15 or both. The GAO guidance
does state that the Comptroller General's Advisory Council on Government
Auditing Standards will fully deliberate this issue in conjunction with the next
GAS update, at which time the interim guidance may change.

SAS No. 115 and Implications for Circular A-133 and Other
Governmental Audits
.80 With GAO's issuance of the previously described interim guidance, it
is now permissible for auditors to implement SAS No. 115 on their financial
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statement audits performed under GAS and on internal control examinations
performed under SSAE No. 15. However, auditors should keep in mind that Circular A-133 and other similar federal regulations or audit guides (for example,
the U.S. Department of Housing and Urban Development Consolidated Audit
Guide) have not yet been updated to reflect new internal control definitions
for reporting on internal control over compliance. Therefore, it would not be
appropriate for auditors to use definitions for reporting on internal control over
compliance that may be consistent with the definitions found in SAS No. 115
until such time as Circular A-133 or other regulations or guides are amended
to allow usage of new updated definitions.
.81 The GAQC staff is in the process of beginning to work with OMB
and other federal agencies that require reporting on internal control over compliance to determine the changes needed to their regulations or federal audit
guides or both as a result of the new AICPA standards. Visit the GAQC Web
site (www.aicpa.org/GAQC) for reports on progress made in this area by OMB
and other federal agencies.

AICPA Updates Audit Guide Government Auditing Standards
and Circular A-133 Audits
.82 The 2008 edition of the AICPA Audit Guide Government Auditing
Standards and Circular A-133 Audits is available to provide auditors with more
in-depth information on audits subject to GAS and Circular A-133. If you perform audits under either GAS or Circular A-133, this guide is a key resource
that should be in your library. It incorporates audit guidance issued up through
August 1, 2008 and includes the following:

r
r
r
r
r

Guidance on planning and performing audits under the July 2007
revision of Government Auditing Standards
Conforming changes for AU section 120, Defining Professional Requirements in Statements on auditing Standards (AICPA, Professional Standards, vol. 1)
Guidance on the auditor's responsibilities as found in SAS Nos.
112 and 114, including identifying, evaluating, and reporting deficiencies in internal control related to both financial reporting and
compliance, and the auditor's communication with those charged
with governance
Updated terminology and references to AU sections to be consistent with the AICPA risk assessment standards
Enhancements to provide additional clarity on certain problem
areas noted in the PCIE report, primarily in chapters 7 and 9
relating to the SEFA and internal control over compliance

The guide can be ordered by calling the AICPA at (888) 777-7077 or going online
at www.cpa2biz.com.

AICPA Peer Review Checklists—A Tool to Help Improve
Audit Quality
.83 In performing peer reviews, review teams must complete all relevant
programs and checklists issued by the AICPA Peer Review Board. (Note that
the standards for performing and reporting on peer reviews commencing on or
after January 1, 2009, have been revised.) The AICPA updates its Peer Review
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Checklists annually; the 2008 versions of those checklists (which include checklists on state and local government, health care, and not-for-profit audits; GAS
audits; single audits; and HUD audits) are now available. Although intended for
use in peer reviews, the various relevant checklists are a helpful tool for firms
or audit organizations to use to ensure auditors have not overlooked anything
significant before issuing their audit reports. Taking this step may help you
improve your audit quality. The various relevant checklists can be accessed
through the GAQC at http://gaqc.aicpa.org/Resources/Research+Tools+and+
Aids/2008+Peer+Review+Checklists.htm.

Common Deficiencies Found During Peer Reviews of Audits
of Entities Subject to GAS
.84 Among the deficiencies commonly found during peer reviews of audits
of entities subject to GAS and Circular A-133 are the following:

r
r
r
r
r
r
r
r
r

Failure to document tests of controls and compliance for engagements subject to Circular A-133, perform adequate tests in other
key areas, and to test controls over compliance in Single Audit Act
engagements
Failure to adequately design compliance and control tests, including sampling applications, to support the reports issued
Failure to include proper Circular A-133 reports
Failure to include proper reports on internal control or compliance
Failure to disclose reportable conditions (now significant deficiencies) or material noncompliance with GAS
Failure to refer to reports on controls and compliance in the report
on financial statements
Failure to include required disclosures
Failure to perform an audit that was required by statute and performing a review instead
Failure to meet GAS CPE requirements

.85 This list does not contain all the areas of recurring deficiencies. More
information is available on the AICPA Web site at www.aicpa.org/download/
members/Div/practmon/Revised_Deficiency_Guidance_for_2008-_FINAL.pdf.

Recent AICPA Independence and Ethics Pronouncements
.86 Audit Risk Alert Independence and Ethics Developments—2008 (product no. 022479kk) contains a complete update on new independence and ethics
pronouncements. This alert can be obtained by calling the AICPA at (888) 7777077 or visiting www.cpa2biz.com. Readers should obtain this alert to be aware
of independence and ethics matters that will affect their practice.
.87 The AICPA has compiled a list of violations found as a result of recent ethics investigations. This list contains a number of violations that occur
frequently in government and not-for-profit organization engagements. The following is a brief excerpt of that listing:

r
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Failure to obtain sufficient competent audit evidence to support the auditor's report (found in various areas of audits but
most frequently found in the work performed auditing major
programs)
Failure to note that the SEFA did not provide total federal awards
expended for each individual federal program by Catalog of Federal Domestic Assistance (CFDA) number
Failure to report audit findings in the Schedule of Findings and
Questioned Costs with the required elements of criteria, condition,
cause, and effect

Independence Requirements Under AICPA, GAS,
and Circular A-133
.88 Auditors who perform audits under GAS (including Circular A-133
audits), should be aware of the independence rules in those standards and regulations, as well as the independence rules of the AICPA. The AICPA's Professional Ethics Executive Committee proposes and issues ethics interpretations
and rulings relating to independence and other ethics matters. You can download recent proposals and rulings from the AICPA Web site at www.aicpa.org/
members/div/ethics/index.htm.

Help Desk—In July 2006, the AICPA published a Practice Aid, Independence Compliance: Checklists and Tools for Complying With AICPA
and GAO Independence Requirements (product no. 006627kk). This
valuable tool contains a series of checklists to help auditors determine
their compliance with applicable independence rules. The publication
is currently being updated and a new edition will be available in 2009.
This practice aid and others can be obtained at www.cpa2biz.com or
by calling the AICPA at (888) 777-7077.

.89 For audits conducted in accordance with GAS, auditors and audit organizations also are subject to the GAS independence rules. Those rules, which
are, in some cases, very similar to the AICPA independence rules and in other
cases more restrictive, specify when personal, external, and organizational impairments to independence exist. The GAO has available on its Web site a
question and answer document, Answers to Independence Standard Questions,
to address its independence standard.

Help Desk—Answers to Independence Standard Questions is available at www.gao.gov/govaud/ybk01.htm.

.90 Finally, auditors should note that section 305(b) of Circular A-133
contains an additional independence requirement. Under Circular A-133, an
auditor who prepares the indirect cost proposal or cost allocation plan may
not also perform the single audit when indirect costs recovered by the auditee
during the prior year, as defined, exceeded $1 million.

ARA-SGA .90

P1: G.Shankar
ACPA065-01

ACPA065.cls

December 16, 2008

26

4:30

Audit Risk Alert

On the Horizon
.91 Auditors should keep abreast of auditing, compliance, and accounting developments and upcoming guidance that may affect their engagements.
Clearly, with all of the activity described in this alert, particularly the activities
in response to the PCIE report, auditors will likely have many developments
to keep track of in the next year. Auditors may want to bookmark the GAQC
Web site at www.aicpa.org/GAQC and check it regularly for the latest news and
developments.
.92 The following table lists the various standard setting bodies' Web sites,
where information may be obtained on outstanding exposure drafts, including
downloading exposure drafts. These Web sites contain in-depth information
about proposed standards and other projects in the pipeline. Readers should
refer to information provided by the various standard setting bodies for further
information.

Standard-Setting Body

Web Site

AICPA Auditing Standards
Board (ASB)

www.aicpa.org/Professional+Resources/
Accounting+and+Auditing/Audit+and+
Attest+Standards/Auditing+Standards+
Board/

Financial Accounting Standards
Board (FASB)

www.fasb.org

Governmental Accounting
Standards Board (GASB)

www.gasb.org

Government Accountability
Office (GAO)

www.gao.gov/govaud/ybk01.htm

Office of Management and
Budget (OMB)

www.omb.gov/grants

Professional Ethics Executive
Committee (PEEC)

www.aicpa.org/Professional+Resources/
Professional+Ethics+Code+of+
Professional+Conduct/Professional+
Ethics/

Public Company Accounting
Oversight Board (PCAOB)

www.pcaob.org

Auditing Pipeline
Proposed Revisions to SAS No. 74
.93 The ASB is continuing its work on revising SAS No. 74. This project
was primarily a response to the issuance of the PCIE report and its findings
and recommendations. An exposure draft of a revised standard is expected to be
issued in the fourth quarter of 2008, with the revised final statement to be issued
during 2009. Auditors should visit the GAQC Web site at www.aicpa.org/GAQC
for further developments.
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Resource Central
.94 The following are various resources that auditors engaged in GAS and
Circular A-133 audits may find beneficial.

AICPA GAQC
.95 The GAQC is a firm-based, voluntary membership center designed
to help CPAs meet the challenges of performing quality audits in this unique
and complex area. The GAQC's primary purpose is to promote the importance
of quality governmental audits and the value of such audits to purchasers of
governmental audit services.
.96 The mission of the GAQC is to do the following:

r
r
r
r
r
r

Raise awareness about the importance of governmental audits
Serve as a comprehensive resource provider on governmental audits for member firms
Create a community of firms that demonstrates a commitment to
governmental audit quality
Provide center members with an online forum tool for sharing best
practices and discussing audit, accounting, and regulatory issues
List member firms to enable purchasers of governmental audit
services to identify firms that are members
Provide information about the center's activities to other governmental audit stakeholders

.97 The GAQC has been in existence since 2004. Since its launch, center
membership has grown to over 1,100 firms from 50 states. The center's focus
is to promote the highest quality audits and to save firms time by providing a
centralized place to find information they need, when they need it, to maximize
quality and practice success. Center resources include the following:

r
r
r
r

E-mail news alerts on current audit and regulatory developments
that keep member firms informed about the latest developments
Dedicated center Web site at www.aicpa.org/GAQC with links
called Resources, Community, and Events and Products, as well
as a complete listing of GAQC members in each state
Online member discussion forums for sharing best practices and
discussing issues firms are facing
Webcasts and teleconferences, with optional CPE, updating members on a variety of technical, legislative, regulatory, and practice
management subjects (note that these activities are archived on
the GAQC Web site for GAQC member firms)
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Help Desk—With all of the quality issues being noted in governmental audits, as discussed in this alert, your firm should consider joining
the center. To enroll or learn more about the GAQC, including details on the membership requirements and fees for membership, go to
www.aicpa.org/GAQC or e-mail the GAQC staff at GAQC@aicpa.org.
To preview member benefits, go to http://gaqc.aicpa.org/Memberships/.

AICPA State and Local Government Expert Panel
.98 The State and Local Government Expert Panel is an AICPA volunteer
group whose purpose is to identify state and local government financial reporting and auditing issues and to work with appropriate bodies for resolutions
benefiting the public interest; to conduct liaison activities with the GASB, regulators such as the GAO and OMB, and applicable industry associations; and
to advise and assist in the development of AICPA products and services related
to state and local government audits. For information about the activities of
the State and Local Government Expert Panel, visit the AICPA Web site at
www.aicpa.org/Professional+Resources/Accounting+and+Auditing/Accounting+
Standards/expertpanel_government.htm.

AICPA Not-For-Profit Organization Expert Panel
.99 The Not-For-Profit Organization Expert Panel is an AICPA volunteer
group whose purpose is to identify financial reporting and auditing issues
unique to not-for-profit organizations, to work with appropriate bodies for
resolutions benefiting the public interest, to conduct liaison activities with the
AICPA Accounting Standards Executive Committee (AcSEC) and Financial
Accounting Standards Board (FASB), and to advise and assist in the development of AICPA products and services related to not-for-profit organizations.
For information about the activities of the Not-For-Profit Organization Expert Panel, visit the AICPA Web site at www.aicpa.org/Professional+Resources/
Accounting+and+Auditing/Accounting+Standards/expertpanel_notforprofit.htm.

Publications
.100 You may find the following publications useful with respect to GAS
and Circular A-133 audits. Choose the format best for you—online, print, or
CD-ROM.

r
r
r
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Audit Guide Government Auditing Standards and Circular A-133
Audits (2008) (product no. 012748kk [paperback], WRF-XXkk [online with the associated Audit Risk Alert], or DRF-XXkk [CD-ROM
with the associated Audit Risk Alert])
Audit and Accounting Guide Health Care Organizations (2008)
(product no. 012618kk [paperback], WHC-XX [online with the associated Audit Risk Alert], or DHC-XX [CD-ROM with the associated Audit Risk Alert])
Audit and Accounting Guide Not-For-Profit Organizations (2008)
(product no. 012648kk [paperback], WNP-XXkk [online with the
associated Audit Risk Alert], or DNP-XXkk [CD-ROM with the
associated Audit Risk Alert])
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Audit and Accounting Guide State and Local Governments (2008)
(product no. 012668kk [paperback], WGG-XXkk [online with the
associated Audit Risk Alert], or DGG-XXkk [CD-ROM with the
associated Audit Risk Alert])
Audit Guide Analytical Procedures (2008) (product no. 012558kk
[paperback], WAN-XXkk [online], or DAN-XXkk [CD-ROM])
Audit Guide Assessing and Responding to Audit Risk in a Financial Statement Audit (2006) (product no. 012456kk [paperback] or
WRA-XXkk [online])
Audit Guide Audit Sampling (2008) (product no. 012538kk [paperback], WAS-XXkk [online], or DAS-XXkk [CD-ROM])
Comprehensive Audit Risk Alert—2008 (product no. 022338kk [paperback], WGE-XXkk [online], or DGE-XXkk [CD-ROM])
Audit Risk Alert Independence and Ethics Developments—2008
(product no. 022479kk [paperback], WIA-XXkk [online], or DIAXXkk [CD-ROM])
Audit Risk Alert Health Care Industry Developments—2008 (product no. 022349kk [paperback], WHC-XXkk [online with the associated Audit and Accounting Guide], or DHC-XXkk [CD-ROM with
the associated Audit and Accounting Guide])
Audit Risk Alert Not-For-Profit Organizations Industry
Developments—2008 (product no. 022428kk [paperback], WNPXXkk [online with the associated Audit and Accounting Guide], or
DNP-XXkk [CD-ROM with the associated Audit and Accounting
Guide])
Audit Risk Alert State and Local Governmental Developments—
2008 (product no. 022438kk [paperback], WGG-XXkk [online with
the associated Audit and Accounting Guide], or DGG-XXkk [CDROM with the associated Audit and Accounting Guide])
Audit Risk Alert Understanding the New Auditing Standards Related to Risk Assessment (product no. 022526kk)
Checklist and Illustrative Financial Statements for State and Local Governments (product no. 009038kk [paperback] or WSGCLkk [online])
Checklist and Illustrative Financial Statements for Not-For-Profit
Organizations (product no. 008988kk [paperback] or WNP-CLkk
[online])
Independence Compliance: Checklists and Tools for Complying
with AICPA and GAO Independence Requirements (product no.
006627kk [paperback])
Audit and Accounting Manual (2008) (product no. 005138kk [paperback], WAM-XXkk [online], or AAM-XXkk [loose leaf])
Accounting Trends and Techniques—Not-For-Profit Organizations
(product no. 006616kk [paperback])

AICPA reSOURCE: Accounting and Auditing Literature
.101 The AICPA has created your core accounting and auditing library
online. AICPA reSOURCE is now customizable to suit your preferences or your
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firm's needs. Or, you can sign up for access to the entire library. Get access—
anytime, anywhere—to the AICPA's latest Professional Standards, Technical
Practice Aids, Audit and Accounting Guides (more than 20), Audit Risk Alerts
(more than 15), and Accounting Trends & Techniques. To subscribe to this essential online service for accounting professionals, go to www.cpa2biz.com.

CPE
.102 The AICPA offers a number of CPE courses that are valuable to
CPAs working in public practice and industry. Among the many courses, the
following may be of specific interest to auditors of organizations subject to GAS
and Circular A-133 audits.

r
r
r
r
r
r

2007 Revised Yellow Book: Government Auditing Standards (product no. 736117kk [text] or 187107kk [DVD/manual])
Studies on Single Audit and Yellow Book Deficiencies (product no.
733032kk [text])
Solving Complex Single Audit Issues for Government and Nonprofit Organizations (product no. 734412kk [text])
Governmental and Nonprofit Annual Update (2008–2009 Edition)
(product no. 731935kk [text] or 181937kk [DVD/manual])
Applying A-133 to Nonprofit and Governmental Organizations
(product no. 730209kk [text] or 187209kk [DVD/manual])
Audits of HUD-Assisted Projects (product no. 730299kk [text])

Visit www.cpa2biz.com for a complete list of CPE courses.

Online CPE
.103 AICPA CPExpress (formerly AICPA InfoBytes), offered exclusively
through cpa2biz.com, is the AICPA's flagship online learning product. AICPA
members pay $180 for a new subscription and $149 for the annual renewal.
Nonmembers pay $435 for a new subscription and $375 for the annual renewal.
Divided into 1-credit and 2-credit courses that are available 24 hours a day,
7 days a week, AICPA CPExpress offers hundreds of hours of learning in a
wide variety of topics, including governmental and nonprofit accounting and
auditing. Some courses of specific relevance to GAS and Circular A-133 audits
include:

r
r
r
r
r

Revised Yellow Book: Government Auditing Standards
Single Audits: Applying A-133 to Nonprofit and Government
Single Audits: Solving Complex Single Audit Issues for Government and Nonprofit Organizations
Single Audits: Studies on Single Audit and Nonprofit Organizations
HUD Auditing: Advanced

To register or learn more, visit www.cpa2biz.com.

Webcasts
.104 Stay plugged in to what is happening and earn CPE credit right from
your desktop. AICPA webcasts are high quality, two hour CPE programs that
bring you the latest topics from the profession's leading experts. Broadcast live,
they allow you to interact with the presenters and join in the discussion. If you

ARA-SGA .102

P1: G.Shankar
ACPA065-01

ACPA065.cls

December 16, 2008

4:30

31

GAS and Circular A-133 Developments—2008

cannot make the live event, each webcast is archived and available on CD-ROM.
To register or learn more, visit www.cpa2biz.com.

Member Service Center
.105 To order AICPA products, receive information about AICPA activities,
and find help on your membership questions, call the AICPA Service Operations
Center at (888) 777-7077.

Hotlines
Accounting and Auditing Technical Hotline
.106 Do you have a complex technical question about GAAP, other
comprehensive bases of accounting, or other technical matters? If so, use the
AICPA's Accounting and Auditing Technical Hotline. AICPA staff will research
your question and call you back with the answer. Beginning January 2008,
hotline hours were extended so that the hotline is now available from 9 a.m. to
8 p.m. on weekdays. You can reach the Technical Hotline at (877) 242-7212 or at
www.aicpa.org/Professional+Resources/Accounting+and+Auditing/Accounting+
and+Auditing+Technical+Help/.

Ethics Hotline
.107 In addition to the Technical Hotline, the AICPA also offers an Ethics
Hotline. Members of the AICPA's Professional Ethics Team answer inquiries
concerning independence and other behavioral issues related to the application
of the AICPA Code of Professional Conduct. You can reach the Ethics Hotline
at (888) 777-7077.

Industry Conference
.108 The AICPA sponsors four annual conferences that include a focus on
GAS and Circular A-133 topics in the summer and fall of each year.
.109 Governmental Accounting and Auditing Update Conference (GAAC)
EAST is scheduled to be held August 10–11, 2009, in Washington, D.C., and its
counterpart, GAAC WEST, will be held September 21–22, 2009, in Denver, Colorado. These conferences are designed for CPAs working in federal, state, and
local government; public practitioners with government clients; and regulators
who need to be aware of emerging developments should attend this conference
to remain current on the issues. Attending one of these conferences is a great
way to receive timely guidance along with practical advice on how to handle new
legislation and standards from key government officials and representatives of
the accounting profession—including the standard setters themselves.
.110 AICPA National Governmental and Not-for-Profit Training is scheduled to be held October 26–28, 2009, in Atlanta, Georgia. If you need hands-on
training and are a CPA in public practice—or a governmental or not-for-profit
staffer—then this conference is for you. You'll hear directly from the standards
setters and industry leaders on a variety of topics including developments in
governmental accounting and auditing, the latest in proposed regulations and
laws on the local, state, and federal government levels, as well as those affecting
the not-for-profit sector and more.
.111 Not-for-Profit Industry Conference is scheduled to be held June 11–
12, 2009, in Washington, D.C. The conference offers a wide range of topics
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geared to not-for-profit professionals at every level: tax, management, audit
and accounting issues, fundraising, and regulatory issues.
.112 For further information about the conferences, call (888) 777-7077 or
visit www.cpa2biz.com.

Industry Web Sites
.113 The Internet covers a vast amount of information that may be valuable to auditors of organizations that are subject to GAS or Circular A-133
audits, including current issues and developments. Some of the more relevant
sites are shown in the appendix of this alert. The governmental or not-for-profit
audit practice sections of some of the larger CPA firms may also contain specific
auditing and accounting information that is helpful to auditors.
.114 This Audit Risk Alert replaces Government Auditing Standards and
Circular A-133 Audits—2007/08.
.115 The Audit Risk Alert Government Auditing Standards and Circular
A-133 Developments is published annually. As you encounter audit or industry
issues that you believe warrant discussion in next year's Audit Risk Alert,
please feel free to share them with us. Any other comments that you have
about the Audit Risk Alert would also be appreciated. You may e-mail these
comments to sreed@aicpa.org or write to:
Susan M. Reed, CPA
AICPA
220 Leigh Farm Road
Durham, NC 27707-8110
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Appendix A—Common Deficiencies Identified in the
PCIE Report
materiality. In single audits, the auditor must consider his or her findings in
relation to each major program, which is a significantly lower materiality
level than all programs combined. In some of the audits reviewed, the
auditor did not document whether he or she considered materiality at the
individual major program level.
internal control. The report found that in many single audits, auditors are not
documenting their understanding of internal control over compliance as required by section .500(c)(1) of Circular A-133 in a manner that addresses
the five elements of internal control. Further, the report stated that auditors did not document testing internal control of at least some compliance
requirements as required by section .500(c)(2) of Circular A-133.
compliance. The report stated that in some audits, auditors are not documenting compliance testing of at least some compliance requirements. For
most audits considered unacceptable, the lack of documentary evidence
for compliance testing was substantial. They found that the audit documentation did not always include evidence that the auditor tested major
program compliance requirements or explain why certain generally applicable requirements identified in the OMB Compliance Supplement were
not applicable to the audit.
Also, in some cases the auditor documented that types of compliance requirements identified as generally applicable to the major program in part
2 of the OMB Compliance Supplement were not applicable (by only marking
"N/A" next to the item in an audit program) but did not explain why.
material reporting errors. Auditors misreported coverage of major programs. This occurred when the Summary of Auditor Results section of
the Schedule of Findings and Questioned Costs identified that one or more
major programs were audited as a major program when the audit documentation did not include support for all of the programs listed. Though
inadvertent, this is a very consequential error because report users may
erroneously rely on opinions that major programs have been audited as
major.
sampling. The PCIE report notes inconsistent numbers of transactions selected for testing of internal control and compliance testing for the Allowable Costs/Cost Principles compliance requirement across the audits that
they reviewed. Also, many single audits did not document the number of
transactions and the associated dollars of the universe from which the
transactions were drawn.
risk assessments of federal programs. The report cited the following kinds
of deficiencies in risk assessments of federal programs:

r
r
r

Required risk analyses were not documented at all.
The basis for the assessments of risk was not documented.
The documentation indicated that the risk assessment was not
performed or not properly performed for reasons including not
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r

considering all programs, improperly clustering programs, not
clustering programs, or mistakenly categorizing a program as
Type A or as Type B.
The risk assessment decision was not consistent with information
in the audit documentation.

apparent audit findings not reported. In this scenario, the audit documentation or management letter content included matters that appeared to
be audit findings. However, they were not reported as audit findings, and
there was no audit documentation explaining why.
audit finding elements. A significant percentage of the audits reviewed in
both strata did not include all of the required reporting elements in the
audit findings.
Schedule of Expenditures of Federal Awards (SEFA) problems. For
many audits reviewed, one or more of the following required SEFA content items were omitted. The report acknowledges that SEFA preparation
is a client responsibility but that the auditor reports on the SEFA in relation to the financial statements and that the information in the SEFA is
key to major program determination. Issues were found with the following
items:

r
r
r
r
r
r
r
r
r

Subgrant awards numbers assigned by pass-through entities not
included
Names of pass-through entities missing
Grantor federal agency names missing
Grantor federal agency subdivision names missing
Multiple lines for CFDA numbers shown—total expenditures for
CFDA not shown
Programs that are parts of a cluster not shown as such
Notes to SEFA missing
Correct CFDA number omitted
Research and development programs not identified as such

management representations. For several audits, some or all of the management representations (identified in the AICPA's Audit Guide Government
Auditing Standards and Circular A-133 Audits) were not obtained. In a
few other cases, the management representations were obtained several
days prior to the dates of the auditor's reports.
other findings. Numerous other findings were noted by reviewers, primarily
caused by a lack of due professional care. They include the following:

r
r
r
r
r
r
r
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Low-risk auditee determination not documented or incorrect
Minimum Percentage of Coverage requirement not met
Audit programs missing or inadequate for part of the single audit
Part of a major program or a major program cluster not tested
The Summary of Auditor's Results section of the Schedule of Findings and Questioned Costs missing some information, or some information was erroneous
Threshold distinguishing Type A and Type B programs erroneous
Indications that current compliance requirements not considered
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Appendix B—Additional Web Resources
Here are some Web sites you may find useful.

Web Site Name

Content

American Institute
of CPAs (AICPA)

Summaries of recent
auditing and other
professional standards
as well as other AICPA
activities

www.aicpa.org
www.cpa2biz.com

Web Site

Catalog of Federal
Domestic
Assistance

Electronic searchable
version of the CFDA,
which may be useful for
identifying or verifying
CFDA numbers

www.cfda.gov

Department of
Education: Office
of Inspector
General
Nonfederal Audits
Team

Provides sources,
including various audit
guides, to assist in the
conduct and
understanding of single
audits and audits of
Student Financial Aid

www.ed.gov/about/offices/
list/oig/nonfed/index.html

Department of
Housing and
Urban
Development:
Office of Inspector
General

Among the items found
on this Web site is the
Consolidated Audit
Guide for Audits of
HUD Programs

www.hud.gov/offices/oig

Federal Audit
Clearing House

This Web site contains
the various versions of
the data collection form
(Form SF-SAC),
provides a means for
electronic completion
and submission of the
data collection form

http://harvester.census.
gov/fac

The Federal
Reserve Board

Key interest rates

www.federalreserve.gov

Financial
Accounting
Standards Board
(FASB)

Summaries of recent
accounting
pronouncements and
other FASB activities

www.fasb.org

USA.gov

Portal through which
all government agencies
can be accessed

www.usa.gov

(continued)
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Web Site Name

Content

Web Site

Government
Accountability
Office (GAO)

Policy and guidance
materials and reports
on federal agency major
rules

www.gao.gov

Governmental
Accounting
Standards Board
(GASB)

Summaries of recent
accounting
pronouncements and
other GASB activities

www.gasb.org

Government
Printing Office
Access

Includes a
comprehensive list of
official federal
resources available
(and related links) and
is the official online
bookstore for
government
publications

www.gpoaccess.gov

IGnet

Includes electronic
versions of the audit
review guidelines that
the Federal Inspectors
General used in
performing reviews of
selected single audits

www.ignet.gov/

Office of
Management and
Budget (OMB)

Includes information on
the federal budget, the
President's
management agenda,
and regulatory and
legislative information
and OMB Circulars

www.whitehouse.gov/omb

Public Company
Accounting
Oversight Board
(PCAOB)

Information on
accounting and
auditing activities of
the PCAOB and other
matters

www.pcaobus.org/
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